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1.1 Problem in Practice 
Executives Question the Basis of Business Models  
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1.2.6 Firm Selection Considerations 
1.2.6.1 Incumbent vs. New Entrant Firms 
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1.2.6.2 Product vs. Services Firms  
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1.2.6.3 Summary of Boundary Condition for Firm Type Selection 
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1.3 Research Questions 
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1.4 Design Science Approach 
1.4.1 Design Science Approach using the Building Blocks of Engaged Scholarship  
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1.4.2 My Conceptual Framework using a Design Science Lens 
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1.5 Overview of the Thesis 
1.5.1 Contribution to Research on Business Models 
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 THEORY Chapter 2
2.1 Theoretical Underpinnings of the Business Model concept 
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2.3.2 ‘Firm’ Level as the Unit of Analysis 
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2.3.3 ‘Industry’ Level as the Unit of Analysis 
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Definition of 
Product | Market | Customer | Geography 
Product Market Customer Geography 
Business Unit 
•  Pumps 
•  Valves 
•  Services 
Market Sectors 
•  Chemical & Petrochem. 
•  Construction 
•  Energy Supply 
•  Manufacturing 
•  Mining 
•  Transport 
•  Water Supply & Sewage 
Focus business lines(26) 
•  9 Business lines: 
1.  Energy pumps,  
2.  Energy valves,  
3.  Standard Industry ISO pumps,  
4.  Building Industry pumps,  
5.  Service,  
6.  Marine Valves 
7.  Water project pumps,  
8.  Water utilities pumps,  
9.  Waste water utilities pumps 
Customer Group 
•  Operators 
•  Public Auth. 
•  OEM 
•  Dealer 
•  Wholesaler 
•  Distributor 
•  Engr. Contr. 
•  Consultants 
Distribution Channel 
•  New Business 
•  Pumps 
•  Valves 
•  Spare Parts 
•  Service  
•  With Parts 
Sales Channel 
•  Installed Base 
•  General Business 
•  Project Business 
Sales Organization 
•  Global 
•  Regional 
•  Local 
Global 
•  4-9 Regions 
•  62 Countries 
•  130 Legal Entities 
Pumps 
•  Series Pumps 
•  Heavy Duty Pumps 
•  Motors & Drives 
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Product Market Customer Geography 
•  All Pumps Chemical & Petrochem. •  Installed Base •  Global 
•  All Valves Construction •  Operators •  Region 
•  All Services Energy Supply •  Public Auth. •  Europe Central 
•  Pumps: Series Manufacturing •  General Business •  Europe East 
•  Pumps: Heavy Duty Mining •  OEM •  Europe West 
•  Pumps: Motors & 
Drives 
Transport •  Dealer •  North Asia 
Water Supply & Sewage •  Wholesaler •  West Asia 
•  Distributor •  South Asia 
•  Project Business •  North America 
•  EPC •  South America 
•  Consultants •  Middle East & 
Africa (MEA) 
•  Russia 
•  Private Branding 
•  Local (Country) 
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Strategic Attributes Rationale and Explanation Strategic Attribute Description (implying basis of constructs)
Life Cycle
(Low/High 
Growth)
Market 
Share
(Low/High 
Relative 
Share)
Investment / Revenue *** **
Plant and equipment newness ***
Capacity utilization * **
Capacity / market size ***
Sales / employee *** **
Receivables / revenue **
Inventory / revenue ***
Relative product line breadth ***
Relative customer type breadth ***
Relative numbers of customers ***
Customer fragmentation
Vertical Integration **
Relative integration backward ***
Relative integration forward **
Manufacturing / revenue **
Product R&D / revenue ***
Process R&D / revenue ***
Sales force expense / revenue ** *
Advertising & Promotion / 
revenue
** **
Sales from new products ***
Relative sales from new 
products
***
Relative prices ***
Relative direct costs ***
Relative image ***
Relative product quality ***
Relative services ***
Relative advertising expenses ***
Relative promotion expenses ***
Relative sales force expenses ***
		
Competitive Devices
It comes as no surprise that high share businesses have substantially more of their markets' production 
capacity than do low share businesses. High share businesses also utilize their capacity at a higher rate 
than do low share businesses, probably reflecting the leaders' relative ease in securing orders to fill 
capacity. The lower utilization rates of low share businesses indicate that those businesses either built 
capacity in earlier days when they held or anticipated higher shares or built capacity recently as part of a 
plan to gain share. That plant and equipment newness (net P&E/gross P&E) varies according to the 
product life cycle, but not according to market share, suggests that low share businesses typically have
not engaged in recent capacity buildups, but rather they simply do not have the market power
An indicting explanation for the relatively high inventories held by low share businesses is that these 
businesses are less adept at managing their inventories, which in turn raises the question of whether they 
are more poorly managed in general. Their low shares could prompt such a speculation, but the data from 
this study do not necessarilys upporti t. Another, more charitable, explanation for the high inventories held 
by Wildcats and Dogsis that they attempt to compete, using those inventories for ready delivery. This is 
another example of a relatively mundane competitive device, aimed at what Katz (1970) would call "going 
for the crumbs"-those customers in which the dominant players have little interest
The term "domain" is used as Thompson (1967) did, to refer to the array of products and markets a 
business stakes out for itself. Because the main domain variables in the PIMS data base are expressed in 
terms relative to the competition, no differences were expected across stages of the life cycle and, in fact, 
none were observed.  Differences in the domain breadths of low and high share businesses were 
significant. Stars and Cash Cows reported more relative product line breadth, customer type breadth, and 
relative number of customers than did their low share counterparts. Because this is a cross-sectional study, 
there is no way of determining whether a broad domain is a means of gaining share, or whether domain is 
a means of gaining share or whether domain broadening is an activity typically pursued businesses that 
have already achieved dominance in a segment of a market.
Just as high share businesses have broader domains than low share businesses, so do they also tend to 
be more vertically integrated.  Their value added/revenue figures are higher than for low share businesses.  
And they indicate significantly more vertical integration (both backward and forward), relative to their 
competition, than do low share businesses. As with domain breadth, there is no way of knowing from these 
data whether vertical integration is a cause or an effect of high market share. A reasonable speculation is 
that high share businesses tend to integrate vertically to perpetuate their growth and that they integrate 
because of their scale of operations makes it relatively difficult to be assured of outside supplies in the 
quantities  and at the prices they desire (Williamson, 1975;Kreiken, 1980).
Growth businessest end to spend proportionatelym ore on what might be called "future-oriented" expenses, 
that is, product R&D, process R&D, advertising, and sales force, than do mature businesses. Three factors 
may be creating this difference. First, managers of growth businesses may tend to view their businesses 
as having longer, brighter futures than do the managers of mature businesses, and thus they are more 
willing to incur costs that will have an impact only in the future. This is not a convincing rationale. Sales 
force and advertising expenses presumably have some important near and current term payoffs even for 
mature businesses.
A second possibility is that many of these mature businesses are being managed for cash throwoff, 
according to BCG prescriptions, and therefore nondirecte xpensesa re minimized.A third interpretations 
tems from the semifixed, rather than variable, nature of most of these "futureoriented" expenses. Thus, in 
growth businesses, which may have smaller revenue bases than mature businesses, these expenses take 
on disproportionate magnitude when expressed as a percentage of sales. This line of reasoning also may 
explain why low share businesses (with relatively small revenue bases) have higher sales force and 
advertising expenses than do high share businesses.
High share businesses indicate the relatively low direct costs that should accrue to them due to their 
accumulated experience (Henderson, 1979; Hofer & Schendel, 1978). The typical prescription for high 
share businesses in the growth stage is for them to drive costs down and to price at discouraginglylo w 
levels. However,t he Starsi n the data base had relatively high prices, perhaps reflecting that they already 
were established leaders instead of struggling for leadership. More broadly, it warrants noting that both 
Stars and Cash Cows are reaping double benefits from their market power: relatively low costs and 
relatively high prices.
	


Resources and 
Resource Usage
Working Capital 
Management
Domain
Vertical Integration
Expense Structure
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Strategic 
Attributes
Strategic Attribute Description 
(implying basis of constructs)
Investment / Revenue
Plant and equipment newness
Capacity utilization
Capacity / market size
Sales / employee
Receivables / revenue
Inventory / revenue
Relative product line breadth
Relative customer type breadth
Relative numbers of customers
Customer fragmentation
Value added / revenue
Relative integration backward
Relative integration forward
Manufacturing / revenue
Product R&D / revenue
Process R&D / revenue
Sales force expense / revenue
Advertising & Promotion / revenue
Sales from new products
Relative sales from new products
Relative prices
Relative direct costs
Relative image
Relative product quality
Relative services
Relative advertising expenses
Relative promotion expenses
Relative sales force expenses
Domain
Expense 
Structure
Competitive 
Devices
Resources and 
Resource Usage
Working Capital 
Management
Vertical 
Integration
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3.6 Main Case 
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3.7 Embedded Cases 
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3.7.1 Special Packs 
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3.7.2 Baking, Cooking, Spreading (BCS) Company 
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3.7.3 Ice Cream  
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3.8 Components of the Research Design 
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3.8.1 The Questions of the Study and the Corresponding Propositions 
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3.8.2 Case Study Unit of Analysis  
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3.8.3 The logic linking the data to the propositions  
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3.9 Case Study : Interviews 
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1 A public–private partnership created by the US government and The Consumer Goods Forum to decrease tropical 
deforestation undertaken to source commodities, such as palm oil and soy. The alliance now consists of multiple non-
governmental organizations and national governments, including those of the Netherlands, Norway, and the United 
Kingdom.  
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4.2 Business Model Unit of Analysis 
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4.2.1 Structural Dimension 
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4.2.2 Organizational Dimension 
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2 RACI is an acronym commonly used within Unilever (and other businesses) to define who are 
Responsible, Accountable, Consulted, and Informed about a specific work stream of activities. 
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4.2.3 Developmental Dimension 
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4.3.4 Conclusions and Learnings – Main Case 
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4.4 Reconfiguration Dynamics – the Embedded Cases 
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Special Packs  
» Free Sample 
» Promo 
Seasonal Gift Sets 
•  Pallet Displays 
•  Floorstands 
•  Other Displays  
including Counter 
Units, Clip Strips & 
Bins) 
•  Club Pallets 
•  Non-Club Pallets  
•  Base Range (Includes 
Club packs) 
•  Twin Packs 
•  Everyday Gifting 
Promo Displays 
$1.0B Turnover 
Promo Packs 
$200M Turnover 
Everyday Packs 
$600M Turnover 
r  i l  
55% Special Pack Revenue 
r   
15% Special Pack Revenue 
r   
30% Special Pack Revenue 
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4.4.2.9 Conclusions for the Embedded Case 2: The Spin-Out of the BCS Business 
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•  For Example: 
•  Creating and co-creating vision, mission 
•  Challenging and re-conceptualizing vision and mission 
•  Establishing new vision, mission, and goals 
•  For Example: 
•  Strategy update 
•  Redefining strategy 
•  Translating global to regional and local strategy 
•  Implementation of developed strategy 
•  For Example: 
•  Conceptualizing new business models 
•  Reconfiguring components of business models 
•  Defining roadmaps for transformation 
•  Implementing transformation roadmaps 
B
us
in
es
s 
Im
pa
ct
 o
f D
ec
is
io
ns
 / 
C
ho
ic
es
 
Scope of Decisions / Choices 
Vision / Mission 
Strategic Tactical 
Business Strategy 
Business Model 
(including sub-components) 
Lo
w
er
 
H
ig
he
r 
•  For Example: 
•  Process design 
& architecture 
•  Technology 
enablement of 
processes 
Business Processes 
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5.2 Conceptual Framework of a Business Model 
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Management 
Sale
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Man
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Customer 
Supplier 
Complement Society 
Environm
ent 
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ly C
ha
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nt 
MISSION & VISION 
 
The mission and vision establish the 
purpose of the business, it’s raison 
d’etre, long term aspiration, and broadly 
how it wants to achieve it. 
BUSINESS STRATEGY 
 
The establishment of what the business 
will do and how it will compete, with 
respect to product, market, customer 
value proposition, industry, geography 
BUSINESS MODEL  
 
The rationale of how value will be 
created, delivered, and captured by the 
business, within a network of partners in 
its ecosystem, given the specific strategy 
at its core 
BUSINESS PROCESS 
 
The activities within each specific 
business model component which 
interact to execute the transactions 
within the designed logic and 
architecture of the business model 
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Ownership Stakeholder mapping; decision rights 
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5.6 The Internal Operating Model 
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5.7.5 Society (Corporate Social Responsibility):  
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5.7.6 Environment (Sustainability):  
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6.3 Unit of Analysis of a Business Model 
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Proposition 2A:  Business Models for complex enterprises have multiple units of analysis and 
cannot be defined or discussed just at the ‘firm’ level. 
	
	
6.4 Strategic context of Business Models 
 
	
	
	
		
$
			
	
			

	
$	
		
	
)&4		#	
	$	5*

	6J88:!		*

			
$
			

	
		
3

	
			
		
	
			
		
	
			


	 
$	 5>	 	 
	 	 #	 
	$:		 
	 	 
	 
	
	
		
	

		
	
			
	
	
		
	
$

!		'			
	
$
				
		

!	 	 				
		
	
			 	
  190

		 
	 		 
	
	
!	 	 	 
	 	
		
	
	 	

		

		
			
	


	
	

	
			
	


	
		
	
$		
	
	
	

		
		
	$!		
<
(

/3;	)
		 
	
$3
	
	
$	 	 	

	
	
		 	

	
$3	

		
	
	
!	
'
	
	 
	 


	 
	 
	
	 
	 	 
	 	 
	$	

				
	
		

	
	
	H

F				
		
!	
	
 
	9!8%	,
		#	
	$	
	
'	>
	
	
			
	
		
	
	


	
		3

	
		
$
		
	
!				
	
		
			
	
	
	
3				
3
	
	
!	
	
	
	
	>
		
	


	
	
		
	
	
			

	

		
	
					
$	
		
				

		
	
		
			#	
!		N	
		
	)	&	4	5*

	
6J88:		
	
3


		
			

				
	
			.	


!	
Extract 
Cash 
	

Build 
the Market 
Gain 
Leadership 






	
 
 

	
	

			

	
	





















 	

 


	

 191 
	
 
	9!K%	+


		)&4	$5
	
		
%	*

	56J88:	
 		
			
	 

		
	#
	$	 		
		 	

		
		
	
	>			
	
		
		
	
$		

	>	5
!!	H				F	H


	F:	
	
	
			
	

				
	
	
>

		
	>	
	

		

	
.

	!			
		
	>		
		
	
	
			3
?
		

	
	
			
	
$!	
,
			 
	
			 
			
	 
	 5A!	!	
	 6JJ9:	 	

	
	
		
			5
	

:		

	
	
		
			
	
			
?	)
	A
	+
	5)A+:!			
		

	)A+	
	
					
	
	
	
		
	
		H
F!		*

		



		HF	
	
			

	
		
		
		
		3
	 	 	 
3	 	 
3

	 	 	 

	 
!	 5'
	 6JJK:	 	 
	 	

F				5'		1	'	<===:						
				

3
?
	
	

!			
	
	3
	)	&	4	5)&4:	<$<	$	

	 				 5*

	 6J88:	 	 		
$!	 	 	'
		$	
	 	 	 
	 	
	 		 
	 	 	 		 	 !	 	 '

	


	 	 H
F	 
	 	 
	 >%	 QR	 Q	 R	 QR	 	 Q>
	R!	 	 	

	 


	 
	
		 
	\	$	
	 5			!			 	 :!	 	A	
	
		
		

	H
F		
	

			
			
	?
			
	
	 
	;;!	
	'
		
				
			
	
		
	
		+	>	


	 
	 
	
	 	 

	 	 


	 	 

	 	
	 	

	


	




	





	
 
 

	

		


		

	

		




 



















 



 


	

	 	
	
	 	




 



 











 



 
	 

  192
	
	
	5	
	
			
	
	
	5)A(:		
:!		'	
		

		
	
	
	

		
	

		
>

				
		
	 
		 
	 
	 	 

	 	 
	
	 	 	 	 

	 	 
	P L	

!	 	 '	 
	 	 

	 	 	 
	 

	 	 
	 	 	
				 

	
	 			 
	 

	!	 	*

	
	


	 	 	 
	 
	
	 

	 	 
	 	 	 		 
	3

!	 	 '
	
	 	 	
	 	 
			 
	 
	 	 
	 	
		 	
		
			

		
	
	
					
		

		 
	 	 	 
	 
	 	 

	 	$?
	 
	 

	
	
		
				

		!			
	
	

		
	
	
	
		
?	
	
	
		
	
		
3

	
			
		
	
	

	
	
	
!		'
	
		
	
	
	
		


		
	
	
		
		
!		'	
		
	
					
$	
		
	
	
	
!		'			3
		
	

		

		
	
					
		
	 	
		#	

!	
'
	
		


	

	

		
	
	

		
	
	
	
3

		
	
	
			
	
		
	
		
	
			

	
				!			'	
?		

		
	
			
3
	
	
				

		
		
		

	
	


		

	
	
	

			
		
	
	
	

		
	
!		'

	



	
			
			
	
	

					
	
		
	?	!	'	
		

		
	

		
				3
	 	 	 	 	 	 
	 
	 	 5	 
:	 	 	 5
	 	
:	

!	
 193 
 
	9!J%	,
	
$				0

	
		

			 
	9!J			
	
		

	
	
		

			
	

		
	

!			
	

	
	
	
	
		
	;	
			
	
	
	
	
	
	
			
3

	 

!	 	 ,
	 	 
	 
$	 
	 	 

	 
	 
	 5

	

:		
	>			
		

	
	
		
	

	
	

?
		
		
		>!			
	>	

		 
	9!J	
	

		

	A			
?
											
	
			3
	
!	 	 N	 	 

	 	 (
	 	 	
3

	 	 
	 
		 
	 	 	

			
	
		
					

	
		
	
	


	
	
	

	5	:		
			5	:!			
	


		
	
		
3

	
	
	

		
	
				
			
		33
	
	
	5
!!	,:L	-				
	


		
		
	
		
		
	5	
	0,:	

	
			
		

		

	

	
	 

L	M	 


		 
		
?
				?
	3
		
3
	3				
3
	

	!	
'
	 

	 

	 	 
	
	
	 
	 
	
		 
	 
	 
	 	


	 

	 	 	 H
	 F	 	 
	
	 	 
		 
	 	

	 3

	
	
			
	
		

	
		
	
		
		
>		
	
$!	 	0	
			 
	 

	 	
	

	
		

		


			
		

		>	5)&(:		
				

	

		
		
	
		
	

	 	A
	5 A:	
	
	N
	
A
	 5NA:		 
	"
	
	A
	 5"A:!	 	 		
		 
	 	 
	 
	 	
%	
Extract 
Cash 


Build 
the Market 
Gain 
Leadership 
& Extend the 
Market 

!




	!  
	
	

			

	
	

	



	







	
  	

 

  194
6.4.1 Configuration of the Enterprise Financial Model (EFM) 
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6.4.2 Configuration of the Internal Operating Model (IOM)  
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6.6 Embedded Case 2 : The Wholly Owned Spin-Out of the BCS Business 
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APPENDIX 2 : CODING ALGORITHM 
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• Finance 
• Financial 
• Revenue 
• Cost 
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• Product 
• Portfolio 
• Marketing 
• Brand 
• Sales 
• BB 
• CD 
• BD 
• Supply chain 
• Manufacturing 
• Factories 
• Distribution 
• Sourcing 
• Procurement 
• Organization 
• Org 
• Coordination 
• IT 
• Systems 
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• Supplier 
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• Environment 
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• Sustainable 
• Living 
• Sustainability 
• Community 
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• Spreads 
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• BCS 
• Baking 
• Cooking 
• Spreading 
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,
flf	 	
&
G%	&	3	N	
	*
	
• Ice cream 
• Out of home 
• OOH 
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• central 
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• Asset 
• Factory 
• Plant 
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• Investment 
• Innovation 
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• Cash 
• Working capital 
• Inventory 
• Terms 
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• Costs 
• Resources 
• Material 
• Transportation 
• Production 
• Overheads 
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• Shareholders 
• Public 
• Private 
• Carve 
• BCS 
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• Revenue 
• NPS 
• NSV 
• Turnover 
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• Uncertainty 
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• Innovation 
• Brand 
• BB 
• BD 
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• Marketing 
• R&D 
• Research 
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• Coordination 
• IT 
• Information 
• System 
• SAP 
• APO 
• Mechanism 
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• Enterprise Technolo-
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• Organization 
• Structure 
• People 
• Team 
• Group 
• Global 
• Local 
• Regional 
• Function 
• geography 
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• sales 
• customer 
• development 
• CD 
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• Supply chain 
• Plan 
• Source 
• Make 
• Deliver 
• Service 
• Distribution 
• Production 
• Factory 
• Manufacturing 
• Quality 
• Reliability 
• Inventory 
• forecast 
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• Complementor 
• Complementary asset 
• Alliance 
• Partner 
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• Consumer 
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• Customer 
• CD 
• Walmart 
• Kroger 
• Channel 
• Value 
• Drug 
• Grocery 
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• Environment 
• Sustainability 
• Green 
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• Social 
• Responsibility 
• Corporate 
• USLP 
• Sustainability 
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• Supplier 
• Supply 
• Vendor 
• Procurement 
• Sourcing 
• Material 
• Packaging 
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• NA 
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